The marketing system for cattle in the United high costs and low prices because of thin country States has evolved with shifts from delivery to auction markets, a group of livestock producers large terminal centers, to more decentralized formed a market board association in 1973. The markets. Because of innovations in transportaobjective of the market board was to supply tion and processing technology, these structural healthy, farm-fresh cattle at least cost direct to changes have created a need for greater vertical feedlots. In 1981, 6 market boards, composed of coordination between different stages in the cat-86 producers, sold cattle valued at approximately tie marketing channels (Rhodes, p. 174 ; Spor-$7 million. Sales occur during April and May at leder, p. 101). Improved coordination requires locations central to each group of producers. appropriate market information about product Cattle are auctioned by lots, with producers supsupplies and the form of cattle preferred by buyplying a description of each lot to the buyers beers (Purcell, 1973 (Purcell, , 1980 . fore a sale. Buyers have the opportunity to visit a Alabama is a major supplier of stocker and farm to inspect the cattle before a sale. After the feeder cattle to feedlots in the Southwest, Midsale, the seller and buyer sign a sales contract west, and North Central regions of the United and agree on the form of payment and the time States. A need for greater coordination between when cattle are to be picked up at the farm. cattle producers and cattle feedlot owners in various regions has become particularly evident. METHODOLOGY Most cattle are traded through small country auction markets, which can be thin markets having M b limited trading volume and illiquidity (Hayenga) .
action mars The limited volume of cattle can lead to inthe two market channels comparedin this study creased costs to buyers, who must visit several o coare bees from 15 country auction markets to assemble enough catsales were collected from 1979 to 1981 tie for a truckload to ship to a feedlot. Also, thin Prces receed b prodcers eac markets can result in the inaccurate or sluggish b sle were compared to the respective adjustment of cash prices, as supply and/or deweekly average market price for the Montmand relationships change (Henderson and gomery auction market reported by the Alabama Baldwin).
Department of Agriculture and Industries. In the This research focuses on evaluation of the perMontgomery market, there are two separate aucformance of an alternative market system for tion facilities that operate daily. The Montfeeder cattle that has developed in Alabama. The gomery market is a delivery point for the Chicago study measures the differences in prices received Mercantile Exchange's futures contracts on by producers selling in a special market board feeder cattle, and the market price is considered sale, compared to auction market sales. The representative of national prices. Data on marketing charges and fees were colstudy examines whether market boards have reData on marketing charges and fees were collected from the two auctions in Montgomery. Esduced the joint costs incurred by sellers and letedromh auctionsMontgomery. Esbuyers of feeder cattle, compared to the auction tima o rn e and tan tn costs in market system. Relative to opportunities for auction markets were obtaine in iscussons umarket system. Relative to opportunities forma with order buyers in these markets. A questionfurther increases in market efficiency, informam i tion on cattle sold in both market boards, as well naire was maid to producers in the association as auction markets, is examined. A better underto estimate their marketing costs. Statistical standing of marketing factors affecting price remethods were used to test for differences beceived would improve coordination between tween the two market channels analysis. The steers in respective weight classes Each lot of cattle was scored on muscling, frame in the board sales received $2.10 per cwt more size, finish, age, defects, estimated weight range than similar type and quality of steers sold in the in the lot, uniformity in size of animals in the lot, Montgomery auction markets. This differential accessibility, and show site of cattle on the farm.
was approximately two-thirds of the gross price To test whether these same animal characterisdifferential for all lots sold during the 1979-81 tics were consistent with those for cattle sold in period. Cattle in the auction markets were sold auction markets, 282 cattle were graded at the singly or in small lots of less than five, while the Montgomery auction markets during the same average lot size of cattle in the board sales was weeks of the boards sales in 1981. Regression more than fifty head. Difference in lot size could analysis was used to test for relationship between explain some of the remaining price difference animal characteristics and the price received in between the two market channels. each of the market channels.
Direct market costs for the two channels are illustrated in Table 1 . The commission fee and shrinkage were the greatest factors in the differ-RESULTS ence in direct marketing costs. Auction markets charge 2.80 percent of the gross sale value per Price Differences Between Market Channels head in commission fees. Based on personal interviews with auction managers, a conservaFor the three-year period 1979-81, differences tive estimate of 4 percent in liveweight shrinkage in the gross price received by producers between of cattle in the auction market was used. The board sales and auction markets are listed in producer selling in the auction market loses, on Table 1 . The average price for cattle sold through the average, $2.51 per cwt in the value of the board sales was $65.72 per cwt. For cattle in the animal marketed. Shrinkage and auction comsame weight range and sex class at the Montmission fees were 77 percent of the differences in gomery market, the price was $62.64 per cwt. direct marketing costs. The total direct marketThe gross price difference of $3.08 per cwt was ing cost to producers using an auction market significant at the 1-percent confidence level.
was approximately three and a half times the To test whether the cattle sold in board sales marketing costs of boards sales. Assembling cattle for transport to feedlots is an important marketing function of commis- Because an important function of board sales ** Significant at the .01 level.
is assembling and selling cattle directly from the farm, a producer's description of each lot is cru-cial to orderly and continued marketing of feeder Board associations have their sales during cattle by board associations. Producers' descripApril and May, and the time of sale was a factor tions for 383 lots of cattle were regressed on price influencing the price paid for cattle. Prices paid received ( Table 2) . The model explained approxfor cattle in board sales held in April and the first imately 40 percent of the variation in price.
half of May were $1.78 and $1.25 less, respecThe number of head in a lot was found to have tively, than in sales held during the second half of a positive effect on price paid. For each addiMay. The later the sale, the greater the opportutional head in the lot, the price received innity for buyers from other states to attend Alacreased $.002 per cwt. The dummy variable for bama sales. The fixed sale date for each associatruckload lots was not significant. The average tion does reduce the flexibility to shift a sale to a lot size was 104 head for the period of 1979-81, temporary period of rising prices: this problem therefore most buyers assembled at least a truckdoes not occur when selling is done through reguload, saving assembling cost for buyers. In a surlar auction markets. Producers estimate the vey of buyers attending board sales in 1981, most number of weeks after the sale when cattle would said that they preferred lots of truckload size.
be available for pickup at the farm. Producers Buyers paid a premium for lots that were comreceived $.18 per cwt less for each additional posed of a single breed type. Lots of cattle, howeek after the sale that the buyer had to wait mogeneous in breed type, received a $.51 per cwt before taking delivery of the cattle. Timing of the premium compared to heterogeneous lots. were so large that animal characteristics within a ** Significant at the .01 level.
lot would be highly variable, thus the important factor would be average weight. To determine if similar animal characteristics that influenced the price of cattle in board sales were consistent with cattle sold in auction marstress, receive a higher price than cattle sold kets, 282 head of cattle were graded in the two through auction markets. After all costs, buyers Montgomery auction markets in 1981. The rereceived $5.81 per cwt more than cattle of similar gression model explained 46 percent of the variaquality sold in the Montgomery auction markets. tion in price. Variables of sex, weight, and finish Market boards were found to have increased the of cattle were the only significant factors (Table  technical efficiency in marketing feeder cattle 4). Steers received a $6.86 premium to heifers, from production to finishing stage of marketing which was closely equal to the differential for systems. board sales of $5.85 per cwt, expressed in 1981
Information supplied by producers on lot size, dollars. The inverse relationship between price breed type, mix of breed in lot, estimated delivand weight was consistent between the two types ered weight, sex, time of sale, delivery date after of sales. The finish variable implies that modersale, and USDA grade of cattle significantly inately fat cattle received a $3.62 premium over fluenced price received for feeder cattle. Addislightly thin cattle. In board sales, because of the tional information obtained from a farm survey greater variability resulting from the size of the found that the greater the amount of weight varilots sold, finish of cattle would be difficult to ation in a lot, the lower the price received. Aniscore definitively. mal characteristics of sex and weight had similar effects on price received for cattle both in auction markets and board sales. The finish condi-CONCLUSIONS tion of the cattle in the auction market also had an important influence on price received. BeMarketing board sales for feeder cattle have cause of the amount of variation within a lot, become an established alternative system to aucmeasure of finish was not significant for cattle tion markets in Alabama. Producers in board assold in board sales. Vertical coordination besociations assemble large quantities of feeder tween producer and buyers could increase if this cattle on their farms at a lower marketing cost information is assimilated by producers in choosthan commission buyers would incur if they had ing types of cattle to sell through board sales. to visit several auctions to obtain the same numMarket board associations have become a ber of cattle. Feeder cattle, which are "farm useful alternative market channel for feeder catfresh" and ready for the feedlot with minimum tle in Alabama because of convenience and cost efficiencies for producers and buyers. The probon accurate market information. More research lem of thin auction markets is alleviated when is needed on the appropriate type of market inproducers sell large numbers of cattle at one formation and services that could enhance the time. The need for greater vertical coordination marketing system for feeder cattle in Alabama between producers and buyers places emphasis and the southeastern United States.
